






























INSERT A 
 

  Exclude debt securities issued by SLM Corporation, the private-sector 
corporation that is the successor to the Student Loan Marketing Association 
(report in Schedule HC-B, item 6(a), “Other domestic debt securities,” below), 
and securitized student loans issued by SLM Corporation (or its affiliates) (report 
in Schedule HC-B, item 5, “Asset-backed securities,” below). 

 
 
INSERT B 
 
,Class A voting and Class C non-voting common stock of the Federal Agricultural 
Mortgage Corporation (Farmer Mac), and common and preferred stock of SLM 
Corporation (the private-sector successor to the Student Loan Marketing 
Association). 
 
 
INSERT C 
 
When the principal payments on these notes are indexed to the prepayment 
performance of a reference pool of mortgages or a reference mortgage-backed 
security, but the notes themselves are not collateralized by the mortgages or the 
mortgage-backed security, the notes are sometimes marketed as Prepayment-
Linked Notes. 
 
 
INSERT D 
 
Line Item 23   Secured liabilities.   
 
(This item is to be completed by all bank holding companies.) 
 
Report in the appropriate subitem the carrying amount of federal funds 
purchased (in domestic offices) and “Other borrowings” that are secured, i.e., the 
carrying amount of these types of liabilities for which the bank holding company 
(or a consolidated subsidiary) has pledged securities, loans, or other assets as 
collateral. 
 
Line Item 23(a)   Amount of “Federal funds purchased (in domestic 
offices)” that are secured.   
 
Report the carrying amount of federal funds purchased (in domestic offices) (as 
defined for Schedule HC, item 14(a)) that are secured.   
 



Line Item 23(b)   Amount of “Other borrowings” that are secured.   
 
Report the carrying amount of “Other borrowings” (as defined for Schedule HC-
M, item 14(d)) that are secured.  Secured “Other borrowings include, but are not 
limited to, transfers of financial assets accounted for as financing transactions 
because they do not satisfy the criteria for sale accounting under 
FASB Statement No. 140, mortgages payable on bank holding company 
premises and other real estate owned, and obligations under capitalized leases. 
 
 
INSERT E 
 
Report the aggregate amount of all loans, leases, debt securities, and other 
assets (net of unearned income) that have been placed in nonaccrual status 
during the calendar quarter ending on the report date.  Include those assets 
placed in nonaccrual status during the quarter that are included as of the quarter-
end report date in Schedule HC-N, column C, items 1 through 9.  Also include 
those assets placed in nonaccrual status during the quarter that, before the 
current quarter-end, have been sold, paid off, charged-off, settled through 
foreclosure or concession of collateral (or any other disposition of the nonaccrual 
asset) or have been returned to accrual status.  In other words, the aggregate 
amount of assets placed in nonaccrual status since the prior quarter-end that 
should be reported in this item should not be reduced, for example, by any 
charge-offs or sales of such nonaccrual assets.  If a given asset is placed in 
nonaccrual status more than once during the quarter, report the amount of the 
asset only once. 
 
 
INSERT F 
 
Report the total of the outstanding balances of all loans, leases, debt securities, 
and other assets held in nonaccrual status (i.e., reportable in Schedule HC-N, 
column C, items 1 through 9) that were sold during the calendar quarter ending 
on the report date.  The amount to be included in this item is the outstanding 
balance (net of unearned income) of each nonaccrual asset at the time of its 
sale.  Do not report the sales price of the nonaccrual assets and do not include 
any gains or losses from the sale.  For purposes of this item, only include those 
transfers of nonaccrual assets that meet the criteria for a sale as set forth in 
FASB Statement No. 140.  For further information, see the Glossary entry for 
“Transfers of financial assets.” 
 
 



INSERT G 
 
LINE ITEM INSTRUCTIONS FOR 
CLOSED-END 1-4 FAMILY RESIDENTIAL MORTGAGE BANKING 
ACTIVITIES 
Schedule HC-P 
 
General Instructions 
 
Schedule HC-P is to be completed by (1) all bank holding companies with $1 
billion or more in total assets1 and (2) bank holding companies with less than $1 
billion in total assets whose closed-end 1-4 family residential mortgage banking 
activities (in domestic offices) exceed a specified level.  More specifically, a bank 
holding company with less than $1 billion in total assets must complete 
Schedule HC-P if any of the following residential mortgage banking activities 
exceed $10 million for two consecutive quarters: 
 
(a) Closed-end first lien and junior lien 1-4 family residential mortgage loan 

originations and purchases for resale from all sources during a calendar 
quarter; or  

(b) Closed-end first lien and junior lien 1-4 family residential mortgage loan sales 
during a calendar quarter; or  

(c) Closed-end first lien and junior lien 1-4 family residential mortgage loans held 
for sale at calendar quarter-end.  

 
For a bank holding company with less than $1 billion in total assets, the bank 
holding company must complete Schedule HC-P beginning the second quarter in 
which the $10 million threshold is exceeded and continue to complete the 
schedule through the end of the calendar year.  For example, if the bank holding 
company’s closed-end first and junior lien 1-4 family residential mortgage loan 
originations and purchases for resale from all sources exceeded $10 million 
during the quarter ended June 30, 2006, and the bank holding company’s sales 
of such loans exceeded $10 million during the quarter ended September 30, 
2006, the bank holding company would be required to complete Schedule HC-P 
in its September 30 and December 31, 2006, reports.  If its total assets remain 
less than $1 billion, the level of this bank holding company’s mortgage banking 
activities during the fourth quarter of 2006 and the first quarter of 2007 would 
determine whether it would need to complete Schedule HC-P each quarter 
during 2007 beginning March 31, 2007.    
 
For purposes of Schedule HC-P, closed-end 1-4 family residential mortgage 
loans are defined in Schedule HC-C, item 1(c)(2), “Closed-end loans secured by 
1-4 family residential properties.”  All closed-end 1-4 family residential mortgage 
loans secured by junior (i.e., other than first) liens should be reported as junior 
                                                 
1 The $1 billion asset size test is generally based on the total assets reported as of June 30. 



liens in Schedule HC-P even if the bank holding company has also originated or 
purchased a loan secured by a first lien on the same 1-4 family residential 
property and there are no intervening junior liens.   
 
Report closed-end 1-4 family residential mortgage banking activities in domestic 
offices only. 
 
 
Line item 1  Retail originations during the quarter of closed-end 1-4 family 
residential mortgage loans for sale.   
 
Report in the appropriate subitem the principal amount of retail originations of 
closed-end 1-4 family residential mortgage loans for resale during the calendar 
quarter ending on the report date.  Include as retail originations those closed-end 
1-4 family residential mortgage loans for which the origination and underwriting 
process was handled exclusively by the bank holding company or a consolidated 
subsidiary of the bank holding company.   
 
Exclude closed-end 1-4 family residential mortgage loans originated or 
purchased for the reporting bank’s own loan portfolio. 
 
Line item 1(a)   First liens.   
 
Report the principal amount of retail originations of closed-end first lien 1-4 family 
residential mortgage loans for resale during the calendar quarter.  
 
Line item 1(b)   Junior liens.   
 
Report the principal amount of retail originations of closed-end junior lien 
1-4 family residential mortgage loans for resale during the calendar quarter.   
  
Line item 2   Wholesale originations and purchases during the quarter of 
closed-end 1–4 family residential mortgage loans for sale.   
 
Report in the appropriate subitem the principal amount of wholesale originations 
and purchases of closed-end 1-4 family residential mortgage loans for resale 
during the calendar quarter ending on the report date.  Include as wholesale 
originations and purchases those closed-end 1-4 family residential mortgage 
loans for resale for which the origination and underwriting process was handled 
in whole or in part by another party, such as a correspondent or mortgage broker, 
even if the loan was closed in the name of the bank holding company or a 
consolidated subsidiary of the bank holding company.  Also include acquisitions 
of closed-end 1-4 family residential mortgage loans for resale that were closed in 
the name of a party other than the bank holding company or a consolidated 
subsidiary of the bank holding company.    
 



Exclude closed-end 1-4 family residential mortgage loans originated or 
purchased for the reporting bank holding company’s own loan portfolio. 
 
Line item 2(a)   First liens.   
 
Report the principal amount of wholesale originations and purchases of 
closed-end first lien 1-4 family residential mortgage loans for resale during the 
calendar quarter.  
 
Line item 2.b   Junior liens.   
 
Report the principal amount of wholesale originations and purchases of closed-
end junior lien 1-4 family residential mortgage loans for resale during the 
calendar quarter.   
 
Line item 3   Closed-end 1–4 family residential mortgage loans sold during 
the quarter.   
 
Report in the appropriate subitem the principal amount of closed-end 1-4 family 
residential mortgage loans sold during the calendar quarter ending on the report 
date.  Include transfers of closed-end 1-4 family residential mortgage loans 
originated or purchased for resale from retail or wholesale sources that have 
been accounted for as sales in accordance with FASB Statement No. 140, 
i.e., those transfers where the loans are no longer included in the bank holding 
company’s consolidated total assets.  Also include all sales during the quarter of 
closed-end 1-4 family residential mortgage loans directly from the bank holding 
company’s loan portfolio.  For further information, see the Glossary entry for 
“transfers of financial assets.” 
 
Line item 3(a)   First liens.   
 
Report the principal amount of closed-end first lien 1-4 family residential 
mortgage loans sold during the calendar quarter.  
 
Line item 3(b)   Junior liens.   
 
Report the principal amount of closed-end junior lien 1-4 family residential 
mortgage loans sold during the calendar quarter.   
 
Line item 4   Closed-end 1–4 family residential mortgage loans held for sale 
at quarter-end.   
 
Report in the appropriate subitem the carrying amount of closed-end 1-4 family 
residential mortgages held for sale as of the quarter-end report date and included 
in Schedule HC, item 4(a), “Loans and leases held for sale.”  Loans held for sale 
should be reported at the lower of cost or fair value consistent with their 



presentation in the balance sheet (Schedule HC, item 4(a)).  Closed-end 1-4 
family residential mortgage loans held for sale at quarter-end include any 
mortgage loans transferred at any time from the bank holding company’s loan 
portfolio to a held-for-sale account that have not been sold by quarter-end.     
  
Line item 4(a)   First liens.   
 
Report the carrying amount of closed-end first lien 1-4 family residential 
mortgage loans held for sale at quarter-end.  
 
Line item 4(b)   Junior liens.   
 
Report the carrying amount of closed-end junior lien 1-4 family residential 
mortgage loans held for sale at quarter-end.  
 
 
 
INSERT H 
 
For example, a bank holding company may not include minority interests 
representing cumulative preferred stock in consolidated subsidiaries since such 
preferred stock if issued directly by the bank holding company would not be 
eligible for inclusion in Tier 1 capital. 
 
Exclude any minority interests in consolidated asset-backed commercial paper 
conduits if the consolidated program assets are excluded from risk-weighted 
assets. 
 
 
 
INSERT I 
 
Treatment of Asset-Backed Commercial Paper Conduits 
 
If a bank holding company that sponsors an asset-backed commercial paper 
(ABCP) program is required to consolidate the ABCP conduit in accordance with 
FASB Interpretation No. 46 (Revised), Consolidation of Variable Interest Entities, 
the sponsoring bank holding company is permitted to exclude the consolidated 
ABCP program assets from its risk-weighted asset base when it calculates its 
risk-based capital ratios.  In this situation, the sponsoring bank holding company 
should include the consolidated assets in the appropriate balance sheet asset 
categories when completing items 34 through 43, column A, in Schedule HC-R.  
The amounts of these consolidated assets should also be reported in items 34 
through 43, column B, "Items not Subject to Risk-Weighting," unless the bank 
holding company has chosen to consolidate the ABCP program assets onto its 
balance sheet for risk-based capital purposes, as permitted under the Federal 



Reserve’s risk-based capital standards, and risk weights them accordingly.  
However, unless this consolidation option has been chosen, a sponsoring bank 
holding company must continue to hold risk-based capital against all exposures 
arising in connection with its ABCP program, whether or not the program is 
consolidated for accounting purposes, including direct credit substitutes, 
recourse obligations, residual interests, and loans.  These exposures should be 
reported in the appropriate items of Schedule HC-R.  In addition, any minority 
interests in consolidated ABCP programs are not eligible for inclusion in Tier 1 
capital (or total risk-based capital) and should not be included in Schedule HC-R, 
item 6(a), “Qualifying minority interests in consolidated subsidiaries and similar 
items,” if the bank holding company excludes the consolidated ABCP program 
assets from risk-weighted assets as permitted by the Federal Reserve’s risk-
based capital standards.   
 
 
INSERT J 
 
Treatment of Liquidity Facilities for Asset-Backed Commercial Paper 
Programs 
 
Bank holding companies that provide liquidity facilities to asset-backed 
commercial paper (ABCP) programs, whether or not they are the program 
sponsor, must report these facilities in the following manner in Schedule HC-R 
(unless the bank holding company is a sponsor and has chosen to consolidate 
the ABCP program assets onto its balance sheet for risk-based capital 
purposes).  The full amount of the unused portion of an eligible liquidity facility 
with an original maturity exceeding one year should be reported in item 53, 
column A.  For an eligible liquidity facility with an original maturity of one year or 
less, 20 percent of the unused portion of the facility should be reported in 
item 53, column A, to produce the effect of a 10 percent conversion factor when 
reporting the credit equivalent amount of the liquidity facility in item 53, column B.  
For ineligible liquidity facilities (both direct credit substitutes and recourse 
obligations), bank holding companies should report the full amount of the unused 
portion of the facility in Schedule HC-R, item 51, column A.   
 
 
 
INSERT K 
 
According to the AICPA Audit and Accounting Guide for Depository and Lending 
Institutions, FASB Interpretation No. 41 does not apply to securities borrowing or 
lending transactions.  Therefore, for purposes of filing bank holding company 
reports, bank holding companies should not offset securities borrowing and 
lending transactions in the balance sheet unless all the conditions set forth in 
Interpretation No. 39 are met. 
 



INSERT L 
 
Securities Activities:  Institutions should categorize each security as trading, 
available-for-sale, or held-to-maturity consistent with FASB Statement No. 115, 
"Accounting for Certain Investments in Debt and Equity Securities," as amended.  
Management should periodically reassess its security categorization decisions to 
ensure that they remain appropriate. 
 
Securities that are intended to be held principally for the purpose of selling them 
in the near term should be classified as trading assets.  Trading activity includes 
active and frequent buying and selling of securities for the purpose of generating 
profits on short-term fluctuations in price.  Securities held for trading purposes 
must be reported at fair value, with unrealized gains and losses recognized in 
current earnings and regulatory capital. 
 
Held-to-maturity securities are debt securities that an institution has the positive 
intent and ability to hold to maturity.  Held-to-maturity securities are generally 
reported at amortized cost.  Securities not categorized as trading or held-to-
maturity must be reported as available-for-sale.  An institution must report its 
available-for-sale securities at fair value on the balance sheet, but unrealized 
gains and losses are excluded from earnings and reported in a separate 
component of equity capital. 
 
Under Statement No. 115, institutions must determine whether an impairment of 
an individual available-for-sale or held-to-maturity security is other than 
temporary.  An impairment occurs whenever the fair value of a security is less 
than its (amortized) cost basis.  If an impairment is judged to be other than 
temporary, the cost basis of the individual security shall be written down to fair 
value as a new cost basis and the amount of the write-down shall be included in 
earnings.  For example, if it is probable that an institution will be unable to collect 
all amounts due according to the contractual terms of a debt security not 
impaired at acquisition, an other-than-temporary impairment has occurred.  In 
addition, under FASB Staff Position Nos. FAS 115-1 and FAS 124-1, institutions 
should apply existing other-than-temporary impairment guidance to the 
determination of whether an impairment is other than temporary.  Such guidance 
includes SEC Staff Accounting Bulletin No. 59, Other Than Temporary 
Impairment of Certain Investments in Debt and Equity Securities (Topic 5.M. in 
the Codification of Staff Accounting Bulletins) and EITF Issue No. 99-20, 
Recognition of Interest Income and Impairment on Purchased and Retained 
Beneficial Interests in Securitized Financial Assets. 
 
The proper categorization of securities is important to ensure that trading gains 
and losses are promptly recognized in earnings and regulatory capital.  This will 
not occur when securities intended to be held for trading purposes are 
categorized as held-to-maturity or available-for-sale.  The following practices are 
considered trading activities: 



 
(1) Gains Trading -- Gains trading is characterized by the purchase of a 

security and the subsequent sale of the same security at a profit after a 
short holding period, while securities acquired for this purpose that cannot 
be sold at a profit are typically retained in the available-for-sale or held-to-
maturity portfolio.  Gains trading may be intended to defer recognition of 
losses, as unrealized losses on available-for-sale and held-to-maturity debt 
securities do not directly affect regulatory capital and generally are not 
reported in income until the security is sold. 

 
(2) When-Issued Securities Trading -- When-issued securities trading is the 

buying and selling of securities in the period between the announcement of 
an offering and the issuance and payment date of the securities.  A 
purchase of a "when-issued" security acquires the risks and rewards of 
owning a security and may sell the when-issued security at a profit before 
having to take delivery and pay for it.  Because such transactions are 
intended to generate profits from short-term price movements, they should 
be categorized as trading. 

 
(3) Pair-offs -- Pair-offs are security purchase transactions that are closed-out 

or sold at, or prior to, settlement date.  In a pair-off, an institution commits 
to purchase a security.  Then, prior to the predetermined settlement date, 
the institution will pair-off the purchase with a sale of the same security.  
Pair-offs are settled net when one party to the transaction remits the 
difference between the purchase and the sale price to the counterparty.  
Pair-offs may also involve the same sequence of events using swaps, 
options on swaps, forward commitments, options on forward commitments, 
or other off-balance sheet derivative contracts. 

 
(4) Extended Settlements -- In the U.S., regular-way settlement for federal 

government and federal agency securities (except mortgage-backed 
securities and derivative contracts) is one business day after the trade 
date.  Regular-way settlement for corporate and municipal securities is 
three business days after the trade date.  For mortgage-backed securities, 
it can be up to 60 days or more after the trade date.  The use of extended 
settlements may be offered by securities dealers in order to facilitate 
speculation on the part of the purchaser, often in connection with pair-off 
transactions.  Securities acquired through the use of a settlement period in 
excess of the regular-way settlement periods in order to facilitate 
speculation should be reported as trading assets. 

 
(5) Repositioning Repurchase Agreements -- A repositioning repurchase 

agreement is a funding technique offered by a dealer in an attempt to 
enable an institution to avoid recognition of a loss.  Specifically, an 
institution that enters into a "when-issued" trade or a "pair-off" (which may 
include an extended settlement) that cannot be closed out at a profit on the 



payment or settlement date will be provided dealer financing in an effort to 
fund its speculative position until the security can be sold at a gain.  The 
institution purchasing the security typically pays the dealer a small margin 
that approximates the actual loss in the security.  The dealer then agrees 
to fund the purchase of the security, typically buying it back from the 
purchaser under a resale agreement.  Any securities acquired through a 
dealer financing technique such as a repositioning repurchase agreement 
that is used to fund the speculative purchase of securities should be 
reported as trading assets. 

 
(6) Short Sales -- A short sale is the sale of a security that is not owned.  The 

purpose of a short sale generally is to speculate on a fall in the price of the 
security.  (For further information, see the Glossary entry for "Short 
position.") 

 
 One other practice, referred to as "adjusted trading," is not acceptable under any 

circumstances.  Adjusted trading involves the sale of a security to a broker or 
dealer at a price above the prevailing market value and the contemporaneous 
purchase and booking of a different security, frequently a lower-rated or lower 
quality issue or one with a longer maturity, at a price above its market value.  
Thus, the dealer is reimbursed for losses on the purchase from the institution and 
ensured a profit.  Such transactions inappropriately defer the recognition of losses 
on the security sold and establish an excessive cost basis for the newly acquired 
security.  Consequently, such transactions are prohibited and may be in violation 
of 18 U.S.C. Sections 1001--False Statements or Entries and 1005--False 
Entries. 

 
 See also "Trading account." 
 
 
 
INSERT M 
 
The organization costs of forming a holding company and the costs of other 
holding company start-up activities are sometimes paid by the bank that will be 
owned by the holding company.  These are the holding company’s costs, 
whether or not the holding company formation is successful, and they should be 
reported as expenses of the bank holding company.   




